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following years showed a large surplus, the growth of the revenues having at last overtaken the demands for fresh expenditure* In 1871-2 and 1872-3 the Government was able to make large reductions in the income-tax, and at the end of the latter year it was altogether abolished.
No sooner, however, was equilibrium restored than fresh 1873-6. difficulties beset the administration, and the years 1873-4 to 1876-7 were fraught with financial embarrassment. The special obstacles which had now to be encountered were famine and a falling exchange. In 1873-4 the first note of serious alarm was sounded in connexion with the decline in the gold value of silver which was destined to be for so many years the tru$ of successive Finance Ministers. In that and the three following years exchange fell by a total of 2|^. in the rupee, increasing enormously the cost of making remittances to England to meet sterling payments. At the same time the BMr famine of 1873-4, and the Deccan famine of 1876-8, cost the Government over 16 crores in special expenditure and loss of revenue. In consequence of these calamities each of the years 1873-4, 1876-7, and 1877-8 showed a large deficit, No fresh taxation was however imposed, and the only important fiscal change was a reduction in the rate of general import duties from 7^ to $ per cent.
We now come to the period of great financial reforms intro 1877-83. duced by Sir John Strachey and completed by Sir Evelyn Baring (Lord Cramer), They cover the period 1877-8 to i8Sa~3* The programme of reform included the resettlement on a wider basis of the system of Provincial finance, a scheme for meeting the periodical loss due to famine, the equalization of the salt duties, and the abolition of the general import duties. Each of these milters w discussed either in a later portion of the present chapter or in chapter viii, and only a general view need be given him In the Provincial settlements of 1870-1 a fixed sum had been made over to each Local Government to defray the cost of Provincial services; a share in the revenues was now substituted for this fixed grant* This gave a margin, which might be increased by careful m&rmgement, with which to meet growing expenditure. The settlements were made liable to periodical revision, and the system thus established has existed to the present time* The object of the famine policy of Lord Lytton'i Government was to obtain an annual surplus of i| crores of ordinary revenue over ordinary expenditure, which should be applied in ordinary years to the reduction or avoidance of debt, and thus to provide for the losses and expenditure